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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

GROVER SELLERS
ATTORNEY GENERAL

Honorable E. N. Jones, President
Texas College of Arts and Industries
Kiniaville, Texas

_ Opinion No. 0-6993
Deer 8ir: Re: Authority of Boa

This is ia response to L ) iped \{n your
letter of December 1, 1945, for fhe epinion of this\depyrtment
upon the suthority of the Board of Birectd -
of Arts and Industries to bortow !
fhousand Dollars (3,.7,000.00)

a proposed Veterans hn T,

; Rorty Seven
purposes of setting up
" emergency measure to

) proposed to borrow this
ue note. The bank is oon-

t$s loesl or institutional funds
fm the housing project are inadequate.

e » o the Board of Direotors of the College

of Arts and Industries are hereby severally author-

ized and empowered 8 a t

funds or loans to be obtained from the Goverament
the United “tates, or any agenoy or agencies

thereof, created under the National Rsoovery Aot,
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or otherwise oreeted by the Federal Government
or from any other source privats or pubplie,
without ocost to the State of Texas, and accept
title, subject to such conditions and limite-
tions as may be prescribed by each of seid
‘Boards, do;%%torlin, kitchens and dining halls,
hospitals, libraries, student aotivity dulldings,
gymnasia, athietio buildings and stadlas, and sush
other buildings ss mey be needed for the good of
the Institution and §Eo mOral welrare and soclial
conduot of the students of such inatitutlions when
¢ total cost, type of comstruetion, cepacity
of such bulldings, as well as the other plens snd
specifications have been approved by the respec-
tive Governing Boerds; provided, however, that
the Legislature shall never make an appropristion
out of the general fund of this State, elther in
the regular appropriation bdill or in a supple-
mental or emergency appropriation bill, for the
purpose of equipping or for the purpose of pure-
chasing end installing aay utility connecticns

in any of the bulldings erected under and by
virtue of the provisions of this Aot."

Seo. 2.

*That sald Bosrds are further authorized to
make any contreet with reference to the eocllse-
tion and disposition of the revenues derived from
any bullding so construoted in the acquisition or
construction,nanagenent, snd meintensnce of any
building cr dbulldings acquired hereunder. In refer-
ence to the agquisition of student eotivity duild-
inga, stadis, gymnssie,gnd all chareoter of athletic
buildinge, sald Bosrds ere suthorized siso to make
contracts with reference to the oocllection and éis~
position of revenues to sccrue to such respective
institutions from sctivitiea, athletioc events, and
games in which e8ld respective institutions par-
ticipate away from sald instituticne, as well as
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at said institutions; and in snticipation of the
collesotion of such revenues, and for the purpose
of paying the coat of the construction or ac-
gquisition of said dullding or bulldings and
grounds, seid Boards are severally empowered by
resolution to authorize, sell, snd deliver its
negotiable bonds or notes from time to time and
I S8UGH AMOUARS OT &MOUNUS &8 1y May CONBLAGT Heo-
eisary. The Tees and oharges sc fixed for the
use of apny suoh bullding or buildings shall not
be collected after payment in full shell have
besen completed for the building or dulldings for
which seid fees shall de pledged. Thereafter the
right of sald respsotive Boandas to fix oharges
and fees shall depend on laws other then this Ast
'Y hor;by :ﬁ';g'%; Any bonds or notes issued
hereunder sha ar interest at not %o izoooﬂ

s{x (8%] per cent pDer ennum, eand shall na

mature not more than forty yeare from date.,
(¥mphasis suppiled.)

feo. 3. Subject to the above restrictions,
each of said Bosrds 1= given complete disoretion
in fixing the form, oonditions and detells of such
bonds or notes. Any bonds or notes issued here-
under shall not be an indebtedness of the State of
Texas, but shall be payeble soOlely from the revenues
to be derived from the operation of seild duildings;
provided that sush bonds mey be refinanced by the
said Boards whenever such sotion is found by the
Board to be necesssary.

". L - -

Seo. &.

"Tach of seid Boards 1# authorized end empowered
to pledge all or = part of such revenues to the pay-
nent of such bonds or notes, and to enter suoh agree-
ments regsrding the imposition of sufficient sharges
eand the colleetlion, pledge and disposition of sueh
revenues as it may deem proper. In all cases where



9<0

Hon., Z. N. Jonea, pege 4

existing buildings or structures eare repaired or
enlarged or to whioch additions are constructed,
the bosrd shel) also have the power and are here-
by suthorized to pledge, inocumber and/or dispose
of the net revenues of such exiating bulldings or
struotures as well as to pledge, inoumber and/or
dispose of the revenus derived from the additions
or improvements to sulh struotures.

"o ] - L 2

"Each of said boards is hereby authorized and
empowered to pledge the unused part of .any revenues
from self-liquideting bduildings for the construction
of any other buildinge such board may deexn necessary.
Eeoch of seld boards is suthorized and empowered to
pledge the rentels of dormitories, cottages, or other
inoome bearing propsrty for the repair, enlargement,
or gonstruction of sny other bhulldings suoh board
may deem necessary.” ‘

Article 2909a.
“eetion 1.

" « « o » o the Board of Directors of the Ccllege
of Arts and Industries ere hereby authorized and em-
powered to erect and equip, and to contract with any
person,firm or corporation,for the erection,completion
and equipping of dormitories, ocottages,or stadiums,to
be erected either on the campus or real estate then
owned by seid colieges, or on other reel estate pure
shased or leased for the purpose, and the seaid Boerdas
of Directore ere hereby expressly suthorized te pur-
ghese, or lease, additlione) resl]l estate for such
purposes, provided seld Institutions have aufficient
surplus from local funds, but not exseesding twenty-
five (25%) per cent of the total for sany fiscal year,
to pay cash for any purchese of land; or the purchase
of land is made from funds derived from the sale of
revenue bonds or notes. The bonds or notes authorized
herein are to be pald solely from the revenues of the
dormitories, cottages and stadium, and shall never bhe
charged sgainst the State nor sny approprietion made
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by the “tate nor shall eny portion of said appropria-
tion ever be used for the payment of seid notes or
bonds; nor shell any loocel or iastitutional funds in
excess of twenty-five (25%) per cent of the tatal ror
any calender yesr ever be used for the payment of said
notes or bonds. 1t being the intention of the lLegis-
lature to authorize tle peymeat of sald notesz and bonds
golely fron revenues derived from the improvements
suthorized hereln end an emergency to be supplemented
from local funds not exceeding twenty-five (25%) per
cent for eny fiscal year.

Beoc. 3.

*In payment for the ersction, ocompletion and
equipping of such dormitories, cottages and stadiums,
and the purchase of the necessary sites thereto, the
Boards sforessid ere further suthorized and empowered
to imssue their obligations in such sum or sums end upon
such terms end conditions as to sald directore zay seen
advisable, and as securlty for the payment thereof to
pledge the net renta, fees, revenues and incomes from
the improvements to be erected hereunder. Any bdbonds or
notes issued hereunder shall bear interest at the rate
not to exoeed six er gent per ansum and shal

finslly mature not more than twen y yesrs from date.
{Exphasis suppiled.)

Sec. L.

"The aforeseid Bosrds are hereby euthorized and
empowered to pledge the unused part of any revenues
Ifrom self-liquidating dbulldings for the construction of
additions to sald bulldings or the construetion of any
other buildings =znd the purchase of the necessary sites
thereto such Boards may deem neceasary, provided thet
any asubsequent issue of revenue bonds or notes shall be
a sescond lien on seid net revenuesa, rents, fees and
inecomes and shell be inferior to sny outstanding revenues,
bonds or notes which are secured by a pledge of ssid net
revenues, rents, fees and incomes.
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Sec. 5.

"T'he Boeards aforesaid are hLereby suthorized
and directed to establish end maintsin such schaedule
of rates, fees and charges for the use of the feoil-
{ties afforded by its dormitories, cottages and
stadiums, end the revenue from the athletic fields
and stediume, whieh retes, fees &nd oharges shall
be in an amount at lesst sufficient %o pay the oper-
ating and mesintenanoe charges thereof and to pey the
principel end interest representing the lndebdbtedness
against £aid revenues, rents, fees and incomes.

Sec. 7.

*All revenue bonds shall bde examined and approved
by the Attorney General of the State of Texas; and the
Btete Auditor shall approve auch revenue bonds Or reve-
nue potes after sn examinatlon of revenues which shows
& reasonable prospect of adeguate rents, inoome, feea
or charges to pey prinoipsal end interest, and all ap-
proved bonds shall be registered in the office of the
Comptroller of Public Acoounts of the State of Texas.™

It wiil be noted that under the provisions of Artiele
26030, the Bosrd is authorized to lssue its revenue note for
theo purposes set forth in your letter, the statutory conditions
boing that the note shall bear interest at not to exceed six
per cent (6%) per ennum, and shell finally mature not more than
40 years from date, Interpreting this statute, Opinion No.0-1694,
of this department, held that under the provisions of Artiale
26030, the Boerd of Regents of the State Teachers College of
Texas was authorized to execute a $10,000 note, payable in 18
years, for the construction of e st offiae building on the
mein campus of North Texas State Teschers' College. The opinion
further held that the Boerd of Regents wes not empowered to pledge
local funés whioh mey be avallable seversl years in the future for
the payment of this note, The opinion polnted ocut that Art. 2909a
d1d not apply because of the type of dullding desired to be
erected,
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Article 2905a, however, does anply to "dormitories™
or "oottages” which are the olase of buildinse your Board de-
sireg to contract for and ersct. It is noted thet this Article
authorlzes your Board to issue 1ts revenue note, the conditions
being (“ec., 3) that such note shall beer interest at a rate not
to exoced 6% per annum and ahell finslly mature not more than
20 yeers from dste. In Opinion Ko, 0-1273, thisz department held
that Tection 1 of Article 29009e ". . . . expressly provides that
ip the event the revenues derived from suoch improvements are in-
sufficient to meet the annual debt requirements, then snd in that
event the funds may be supplemented from loesl funds not exceeding
25% for any fiscal year...." Opinion No., 0-C836 advised the Boaréd
of Regents of the Stete Teachera' Collegee that North Texes Stste
Teachers College wes esuthorized to retire revenue donds {:ssued
for the oconstruction of sertein oollege buildince by using & sur-
plus in its loeel funa.

In passing, we call your attention also to Artiecle
26544 which provides that your Board of Directors may retain con-
trol of all looal funds end place the seme in & loocal depository.
By Section 8a of this Statute, such sontrol is mede subservient
to the will of the lLegisiature, as expressed in its blennial ap-
proprietion bill. In this oonneation, we point out thet the pro~
visions of the appropristion bill Tor the educetional institutions
of the ®tate,2s enacted by the L9th lLegislature, appropriastes such
local funds for "improvements" and other purposes. See Chapter 377,
Aotz of the Regulsr Seeslion of the 49th legislature, p. 804,

You ere therefore respeetfully advised that, in the
opinion of this department, your Board may prooeed under either
Article: 2009e or 26030 to effect the loean in question. Provisions
for its peyment mey be mace as provided in either of said Articles.

pyEmorTe TR0 17 1845 Yours very truly,

ATTORNTY GENFRAL OF TEXAS

By \Jarrtv Oég
Jas, D. Smullen,
JDs:irt Asgistant.

APPRIYT
OR(RC
LOM TV ER



